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MEMORANDUM

THE WHITE HOUSE

WASHINCGTON

August 19, 1977

MEMORANDUM FOR: THE PRESIDENT
FROM: ZBIGNIEW BRZE ZINSKI m
SUBJECT: Attached Memo from

Peter Bourne

I have the following comments to make on the attached memo from Peter

Bourne:

1. Concur, assuming that—current resources

cannot be redirected to narcotics requirements.

2. Concur.

3. Do not object to the meeting but the schedule precludes

a visit early next year except on a crash basis. Suggests that
we consider extending the invitation in January based on the
good intentions of Daoud to impact on the opium crop with the
unspoken understanding that failure to reduce the crop might
cause review of the schedule.

4, Have no objection to a non-career appointment but do not
concar that narcotics alone should be the basis for making a
decision on career versus non-career. Selection should be
based on most qualified person, regardless of status.
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THE WHITE HOUSE
WASHINGTON

August 19, 1977

MEMORANDUM FOR THE PRESIDENT

FROM: PETER BOURNE : )

SUBJECT: SPECIFIC RECOMMENDATIONS: AFGHANISTAN

A

2. The Afghan Minister-in-Charge of Foreign Affairs, Waheed
Abdullah, will be attending the upcoming U.N. General Assembly
in New York. We have suggested that Secretary Vance meet with
him to express our deep concern over Afghanistan's increased
opium production. This is the next logical step in a series !
of demarches to Afghanistan, which have included U.N., as well |
as U.S. initiatives.

3. Our Ambassador to Kabul has suggested that President
Daoud would like to visit you, and recommended that such a visit
could have impact on our narcotics effort. In Afghanistan,
nothing happens without Daoud's approval and direction. We can-
not expect further progress in the narcotics field without his
personal interest, and continuing surveillance. While Afghanistan
is not a priority country in the context of global affairs, in
addition to being one of the world's poorest countries it is the
single most significant threat to our long term narcotics efforts,
and meeting Daoud could in fact move him to take a more active
role in containment of the illicit narcotics of the region. We
would therefore suggest acceptance of a Daoud visit early mext
year. The timing of such a visit is important and would be
most beneficial during the early Spring, since late Spring is
harvesting season and Daoud could, in fact, cause the inter-
diction and destruction of large amounts of opium on his return
to Kabul. Such a meeting would also be alogical follow-up of
the Vance-Abdullah meeting this Fall.
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MEMORANDUM FOR THE PRESIDENT
FROM: PETER BOURNE
SUBJECT: SPECIFIC RECOMMENDATIONS: AFGHANISTAN

4. By far the most important decision to be made in
support of our efforts is on selection of our next Ambassador
to Kabul. In order for us to be able to follow through on
our devised strategy and escalate anti-narcotics efforts at
the earliest possible moment, it is important that in addition
to a firsthand knowledge of Afghanistan and its political
constraints, our next Ambassador should be competent in the
narcotics field and have an existing relationship with the
leaders of Afghanistan at the Ministerial level.

An individual with these qualification is available. He is

not, however, a career Foreign Service Officer, and conse-

guently a determination must be made that the appointment to
Afghanistan should be considered by the Ambassadorial Review
Commission, which it has not been up to this point. The
Commission has the name of the individual before it, as well

as Congressional recommendations and would in all likelihood
include that name in any list submitted to you. I would

therefore suggest that Afghanistan be considered a country

to which a non-career assignment would be appropriate. With é
your approval, such a suggestion will be made to Secretary

Vance. Céff
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€ONFIDENTIAL

TO: President Carter August 19, 1977 <2_
THROUGH:  Jack Watson — ppm prusi 57 114G 20Rd, —
FROM: USUN’—QOpassddSThYoung

SUBJECT: Weekly Summary of U.S. Mission to the U.N.
Activities, August 10 - 17, 1977

1. Amb. Young Returns from the Caribbean

Assuming that concrete follow-up action in terms of aid,
etc., is taken, the positive effects of Amb. Young's visit
should be evident not only during the upcoming General Assembly
and within the UN framework in general, but on broader foreign
policy questions.

2. Namibia

The Western Five have drawn up the talking points for the
briefings of the UN Secretary General, South Africa, Frontline
States and Nigeria on the results of the SWAPO talks in
New York. Efforts are being made to persuade the South Africans
to delay gazetting the Administrator General until the appoint-
ment of the Secretary General's representative.

3. UN Decolonization Committee Discusses Puerto Rico

Following the statements by 19 petitioners, who represented
all points of view on Puerto Rico's status but who concurred in
condemning the present ''colonial' relationship, Cuba introduced
an objectionable draft resolution. The Committee has approved
its Chairman's proposal to adjourn consideration of Puerto Rico
until September 1. There is sentiment in the Committee for
concluding the hearings with a consensus statement rather than
Cuba's controversial resolution.

4. Amb. Lowenstein Returns from Latin America

The five-country trip, which included Nicaragua, Argentina
and Chile, received a great deal of local press coverage and
seems to have had a positive impact. Lowenstein talked to
governmental, dissident, religious and other groups on human
rights issues. Despite sensitivities, he was not restricted by
any of the governments and has been invited to return to both
Chile and Nicaragua.
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ATTACHED LETTER READS AS FOLLOWS....from Ambassador John West
8/11/77
THE PRESIDENT HAS SEEN. 17 ot
Dear Mr. President: ;jf

Cy Vance proved beyond doubt during his visit here
that he was your best possible choice as Secretary of State.
The manner in which he conducted the meetings at Taif made
me proud to be a part of the Carter-Vance United States team.

I believe that following his visit to the Mid-East,
the credibility of the U.S. and this administration is the
highest of any in modern history.

Roy Atherton came back here today (Wednesday) to
report on the visit to Israel. We are disapointed at the
obstacles, but are more than ever convinced that your policy
is the right one.

I am enclosing an editorial from a local paper which
may give you a little of the flavor of the attitudes here.

I am forwarding in the diplomatic pouch a copy of
the book "The Eternal Message of Muhammad." Ahmad Wahab,
the Chief of Royal Protocol asked that I send it to you.
(You met him during the Fahd visit.)

It is extremely interesting to compare the Islamic
religion with our Christianity. I'm sure you have some
knowledge in this respect, but in your spare time (!) this
book may be helpful in giving more insight into the Arab
culture.

I gave Cy a rather lengthy letter containing a
summary of my initial impressions here along with a few
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preliminary recommendations. I'm going to edit it a
little after his visit, and then will probably take the
liberty of sending you a copy.

Prince Saud is coming to the U.S. in late Sept.
for the foreign minister's meeting. He has accepted an
invitation to come to Atlanta for a oen day's seminar
sponsored by the Southern Center. I have discussed with
Cy the feasibility of being present for that meeting and
spending some time at the Department discussing the
recommendations which I have made. He seemed to think it
was a good idea so I'll be back about Oct. 1. Hopefully
I will have the opportunity to give you a brief report at
that time.

It is not necessary for you to acknowledge these
letters-—-I know what your time demands are--and it's good
discipline for me to write you some of my thoughts from
time to time.

Rosalynn sent us some pictures of the family taken
during our visit to the White House--we do appreciate them.

Lois joins me in best regards to you and family.

Sincerely,
John
P.S. I'm sending this regular mail (A.P.O.). It's faster

than the pouch and there's certainly nothing in this letter

that's classified.
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THE WHITE HOUSE
WASHINGTON

August 15, 1977

Mr. President:

This brief memorandum covers the
issue in which you expressed
interest just prior to your short
recess at Plains.

o

Jifn Schlesinger

Attachment
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There are a host of options and combinations that could
be used to curb oil imports in the near term. Some of
these options include the following:

o

Direct quotas on imports. Under this option,
the Federal Government would establish an
absolute limit on imports; once the limit is
reached, no further o0il could be imported into
the United States. In order to provide equity
among users and regions, an allocation system
would have to be initiated to distribute scarce
petroleum supplies. Also price controls would
be necessary to prevent windfall profits. If
might be possible to manage a shortfall of about
five to seven percent without major disruptions.
Above that level, it is likely that lines would
form at gasoline stations.

Set a limit on o0il imports and auction off rights

- to import. Under this option, oil companies would

bid for the allowed level of imports. If demand
for imports were low, the bids would be negligible.
If the import levels were approached or reached,
the bids would be substantial. If that happened,
0il prices would shoot up dramatically. In order
to prevent windfall profits, prices would need to
be regulated on the basis of auction payments for
0il. For example, if $2 billion were paid for the
right to import oil, prices could increase by a
similar but somewhat lower amount. This system
would prevent windfall profits, while providing a
market mechanism to help allocate scarce petroleum
resources.

Set production limits on gasoline. Under this
option, the seriousness of the energy problem
would be demonstrated by setting limits on
gasoline consumption. Gasoline consumption
represents 40 percent of crude o0il use and has
greater potential for short-term conservation
than most other petroleum uses. To administer
such a program, an allocation system and price
controls would be necessary. A limit on gasoline
use would avoid the problems of driving up the
cost of home heating oil or limiting its use
during adverse weather conditions.
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o Close filling stations over weekends or alternate
days. Although in theory gas station closings
would not greatly limit access to gas, many believe
the psychological impact of such a program would
lead to very significant voluntary savings. It
would dramatically bring home the problem the
Nation faces in continually increasing gasoline
use.

The option to set a limit on oil imports and auction off
rights to imports appear to be the best option. It sets
a limit on imports and allows market forces to help suppress

demand. More detailed analysis is being undertaken on this
alternative.
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THE SECRETARY OF THE TREASURY —_—

WASHINGTON

FEB 25 1977

MEMORANDUM FOR THE PRESIDENT

Subject: Review of Treasury Advisory Committees

Of our 27 Advisory Committees we will terminate 16
and continue 8 for an estimated annual cost reduction
from $270,000 to $180,000. Three committees at a $55,000
annual cost are still under intensive review. See
attached summary list.

We have strictly applied your three criteria--
compelling need, balanced membership and openness to
the public. We have also tightened central control to
insure that new or renewed Advisory Committees meet
these criteria.

We plan to broaden the balance of viewpoints and
ethnic and sex composition of those committees we are
continuing. Women currently equal 5 percent and
minorities 5 percent of the total members.

We will respond to OMB in detail when we receive
its instructions.

Finally, we recommend eliminating the Assay

Commission, created by Congress in 1792, and will support
a Congressional initiative to accomplish that.

Hile

W. Michael Blumenthal

Attachment



TREASURY ADVISORY COMMITTEES

Terminate:

1. 14 Banking Policies and Practices Regional Advisory
Committees

2. Bureau of Alcohol, Tobacco and Firearms Distilled
Spirits Plants Supervision Advisory Committee

3. Internal Revenue Small Business Advisory Committee

Under Review:

1. Private Philanthropy and Public Needs Advisory
Committee

2. Advisory Committee on Explosives Tagging

3. Technical Subcommittee to Advisory Committee on
Explosives Tagging

Continue:

l. ©National Advisory Committee on Banking Policies and
Practices

2. Federal Consolidated Financial Statements Advisory
Committee

3. Art Advisory Panel of the Commissioner of Internal Revenue

4. Commissioner of Internal Revenue Advisory Group

5. Small Business Advisory Committee on Economic Policy

6. Reform of International Monetary System Advisory Committee

7. Government Borrowing Committee of the American Bankers
Association

8. Government Securities and Federal Agencies Committee of

the Public Securities Association
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THE PRESiU=s
THE SECRETARY OF COMMERCE

WASHINGTON, D.C. 20230 Cl

August 19, 1977 "FYI"
REPORT TO THE PRESIDENT

Commitment to Minority Business Enterprise: An Update

The availability of construction loans and bonding services
to minority firms is especially critical to the implementa-
tion of the ten percent set-aside provision in the Local
Public Works Program. To assess problems and needed correc-
tive actions in this area, we have arranged for a 10:00 a.m.
White House meeting on Friday, August 26, with thirty Kkey
representatives of surety companies, lending institutions,
and the construction industry. This meeting will be chaired
by Jack Watson and include presentations by representatives
of the Department of Commerce and the Small Business Admin-
istration on their joint working capital and bonding
assistance programs for minority businesses.

Transfer of Federal Statistical Policy Functions

Plans are proceeding smoothly for the transfer of the OMB
Statistical Policy Division to the Department of Commerce,

as directed in Reorganization Plan #l1. We welcome this
additional responsibility and will concentrate our efforts

on improving the coordination and integration of Federal
statistical activities, so as to meet expanding requirements
for statistical accuracy and detail without imposing new
paperwork burdens. Better statistical services are especially
critical to the equitable allocation of Federal funds to States
and localities, as well as to cost-of-living adjustments in

an increasing number of public and private benefit programs.

Bethlehem Steel Plan to Cutback Lackawanna Plant

On Thursday, Bethlehem Steel announced plans for a major
cutback at its plant in Lackawanna, N.Y., involving a re-
duction of 3,500 in the plant's workforce. This afternoon

I received a call from Governor Carey's office on this matter
and was able to arrange for a team from the Economic Develop-
ment Administration (EDA) to meet with appropriate State and
local officials tomorrow. I expect that EDA will issue a
preliminary planning grant shortly to support the development
of a comprehensive adjustment plan by State and local agencies.
As the plan is developed, EDA will be prepared to provide
additional assistance as appropriate.
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Where possible, we are trying to work on the
principle that instead of withholding all funds,
we are limiting the withholding or penalties to
the extent of the specific violations.

; JoZeph A, Califan&, Jr. ﬂ‘



‘ United States of America
General Services Administration
. Washington, D.C. 20405
Administrator ©ET PRTIDILT i3 SIEN.

August 19, 1977

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Weekly Report on GSA Activities

Recycling Waste Paper

Region 6 (Kansas City) is placing a high priority on the implementation
of a program for desk top source separation of high grade waste paper.
Nine Tocations in Kansas City are expected to produce approximately

426 tons of recyclable paper each year for sale at the rate of $95 per
ton. EPA estimates show that the energy required to produce one ton

of new paper is 34 million BTU's or 6 barrels of oil and requires the
use of 17 trees. Therefore, in Kansas City, based upon experience to
date, we expect to save 2,556 barrels of o0il, 7,242 trees and produce
$40,000 income to the U.S. Treasury each year.

Living Buildings

We are working on laying the groundwork for a Tiving buildings program
which would maximize the use of Federal buildings' courtyards, plazas
and lobbies by providing space for the works of local artists, theater
groups, etc. We are currently doing cost studies in random cities to
determine if our charges for occasional use would be in line with those
charged for other facilities. We have also started canvassing the
regions for a list of buildings which would be appropriate for the
program. We have compiled a 1isting of national cultural, educational
and recreational groups and hope to generate interest in using our
Federal buildings for many of their activities.

Sears, Roebuck & Company - Affirmative Action Plan

A meeting was held with officials of Sears, Roebuck & Company and GSA
Contract Compliance staff for the purpose of finalizing Sears' national
Affirmative Action Plan. Each element of their plan has been meticulously
checked for suitability and applicability in accordance with current
requlations and concepts. Changes, additions or deletions have been made
according to this agency's satisfaction, and Sears is now in the process
of preparing the formal document for presentation. It is expected that
the completed plan will be another important advance in contract com-
pliance and will serve as a model concept that other companies may want

to follow.

Electrostatic Copy Made
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Worldwide Tin Shortage of 20,000 Long Tons (LT) Causes Producers and
Consumers to Urge Sale of Excess Tin for U.S. Strategic Stockpile

The domestic steel industry strongly favors release of stockpile tin
that scarcity of the material is translating into an upward price for
steel products. The current market for tin is approximately $11,000
per LT; GSA's acquisition cost was approximately $2,400 per LT. Stock-
pile sales receipts are returned to the Treasury as Miscellaneous
Receipts, and it js feasible that these sales would amount to between
$100,000,000 and $200,000,000 in a 12-month period without disruption
to the normal world markets of producers and consumers.. The anti-
inflationary and revenue-producing aspects of this situation warrant
timely consideration. Disposal legislation has been introduced by
Cong. Robert Mollohan (D-W.Va.), and U.S. Steel and Bethlehem Steel
are very much in favor of early disposal authority.

Statistics
Current stockpile inventory of tin 202,656 LT
Stockpile goal for national security needs 32,499 LT
Quantity excess to national security needs 170,788 LT

Current market value of 20,000 LT is $224,000,000

Update on Forest Fires

The Bureau of Land Management (BLM) reports that there are seven fires
covering over 100,000 acres each in Alaska with in excess of 2 million
acres already burned in that state. As in other areas stricken by
forest fires, GSA's Federal Supply Service is heavily involved in
support of the fire suppression program. Our western regions are
currently providing 655 motor pool vehicles that are equipped with

water tanks or other firefighting equipment. 1In addition, excess
personal property such as trailer-mounted generators and a communication
van have been transferred to the BLM Fire Control Center in Boise, Idaho.

Interdepartmental Dial System (IDS) Disconnected

The Interdepartmental Dial System (IDS) which has served the civil govern-
ment throughout the Washington, DC. area since WW II will be disconnected
today, August 19. A cost reduction of approximately $16,000 per month
will be realized. A1l agencies have been advised, and to insure an effi-
cient transition for members of Congress meetings are scheduled with the
Senate Sergeant at Arms and the Clerk of the House to explain in detail
new dialing procedures.
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MEMORANDUM FOR THE PRESIDENT
FROM: RAY MARSHALL [
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SUBJECT: MAJOR DEPARTMENTAL ACTIVITIES, AUGUST 13-19

UNITED MINE WORKERS (UMW)

The wildcat strikes in the coal industry over the
reduction in health benefits for UMW members are
continuing. UMW President Arnold Miller estimates that
55,000 miners are currently participating, although
precise figures are difficult to obtain. On August 16,

I met separately with Arnold Miller and Joe Brennan of
the Bituminous Coal Operators Association (BCOA). In
addition, I have talked with a variety of political
leaders from the states most affected (West Virginia and
Kentucky). My efforts have been designed to see whether
there was anything the Labor Department could do to ease
this volatile situation. My conclusion remains that this
is a problem that can only be resolved through collective
bargaining and there is little that the government can do
to increase the likelihood of meaningful bargaining.

At a press conference today, I intend to announce
that the Labor Department will investigate the reduction
in benefits by the UMW Health and Welfare Fund. This
investigation will be conducted under ERISA (the Employee
Retirement Income Security Act). There is no indication
that our investigation will find anything improper in the
reduction of benefits. However, many local UMW officials
have requested such an investigation and my feeling 1is
that such action may clear the air. In announcing this
investigation, I will take great pains not to raise false
expectations on the part of the striking miners.
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WASHINGTON
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MEMORANDUM FOR THE PRESIDENT

FROM: Charlie Schultze
¢ L
SUBJECT: CEA Weekly Report
“re -l

Set-asides on the 1978/79 grain crops. Secretary
Bergland will be proposing to you a substantial set-aside
program for next year's grain crops. CEA analysis strongly
suggests that we should go one more year without set-asides.
A briefing paper is being prepared for you on this matter.

Social security financing. The Russell Long social
security financing plan would have very harmful economic
consequences in 1978. We have sent you a separate memo on
this, and suggested that CEA prepare an "economic impact"
statement to be used in the effort to beat back the Long
proposal.

Phasing-in the tax reform program. The way in which
the various provisions of tax reform are phased-in will have
a major impact on both the economy and the budget deficit in
the 1978-81 period. We are preparing an economic analysis
and forecast to help deal with this question, when you make
your final decisions on the reform bill.

Regulatory reform. Members of my staff working on
regulatory issues have begun meeting regularly with OMB and
Domestic Policy staff members to coordinate Executive Office
regulatory reform activities. The meetings thus far indicate
this forum could be very useful in encouraging steady progress
on regulatory reform matters.

Humphrey-Hawkins. Discussions with the Hill on the
latest version of the Humphrey-Hawkins bill have been delayed
by the illness of Senator Humphrey.

Airline reform. The CEA staff has developed an extensive
analysis of various proposals in the airline regulatory
reform bill to provide job and income protection for workers
in the industry. In general, we find there are serious
problems with these proposals. We are working with Stu
Eizenstat, OMB and DOT on this question.
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MEMORANDUM FOR: The President

SUBJECT: Weekly Report of Major Departmental
Activities

The following are brief descriptions of significant
activities at the Department of Housing and Urban Development.

HUD Subsidies Contribute to Housing Starts Increase.
Housing starts soared to a seasonally adjusted annual rate
of more than 2 million units in July, according to Census
Bureau figures just reported. The July annual rate of
2,064,000 was the second highest level reached in four years.
According to press reports, the primary reason for the big
gain in July was the jump in multifamily construction re-
sulting from Federally assisted housing under the Section 8
program. We expect housing starts for 1977 to total close
to 1.9 million and, while we expect some drop in total starts
in 1978, we anticipate that Section 8 production will continue
to move upward. We are projecting that Section 8 starts will
reach 155,000 units during Fiscal Year 1978, almost twice
what we anticipate for Fiscal Year 1977.

HUD-Sponsored Task Force to Work on Housing Costs. The
Department is ready to launch a special Task Force on Housing
Costs. This group, which will consist of manufacturers, builders,
labor unions, consumer representatives, government officials, and
environmentalists, will investigate ways to curb the escalating
costs of building a home. Participants now being contacted
include Robert Georgine, AFL-CIO; Bertrand Goldberg, Chicago
Architect; Thomas H. Stanton, Center for Responsive Law; John
Crossland, National Association of Home Builders; and A. Carleton
Dukess, National Rehabilitation Association. Formal announcement
will be made as soon as all participants have been notified.

Mortgage-Backed Securities Program Reaches $44 Billion
Mark. The total volume of mortgage-backed securities issued
by the Government National Mortgage Association (GNMA) since
the program began in 1970 reached $44 billion last week.

Electrostatic Copy Made
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Applications for commitments have been at a very high rate

in recent weeks and, therefore, GNMA expects that this year's
volume of securities issued will equal or exceed last year's
total of $13.7 billion. Since January, GNMA has issued a
total of $9.7 billion of new securities.

Under the mortgage-backed securities program GNMA
guarantees the timely payment of principal and interest on
securities issued by private lenders and backed by pools of
government-underwritten residential mortgages. The purpose
of this program is to attract non-traditional investors into
the residential mortgage market by offering them a high
vielding government-guaranteed security to eliminate the
servicing problems associated with a whole loan mortgage
portfolio. This program has tended to stabilize the supply
of mortgage credit and reduce mortgage interest rates by
attracting more funds into the residential mortgage market.

HUD, NFIA Fail to Agree. Despite months of negotiations,
HUD and the National Flood Insurers Association (NFIA) have
failed to reach agreement on a replacement for the present
contract under which NFIA has responsibility for the sale,
issuance, and servicing of flood insurance policies under the
National Flood Insurance program. The Department terminated
the negotiations on August 15 when the NFIA submitted pro-
posals retracting important positions on which agreement had
been reached and substituting unacceptable provisions.

NFIA has been unwilling to recognize HUD's authority to
control its use of government funds and insurance premiums.
Although NFIA was adamant about reserving its right to expend
these funds for unapproved items in its budget, the Department's
responsibility to account for the use of government funds made
it impossible for us to meet NFIA's demands.

HUD has issued a Request for Proposals to replace NFIA
with another contractor responsible for servicing the Flood
Insurance program.

HUD to Develop Condominium Legislation. The Department
is now reviewing several possible legislative approaches to
remedy consumer problems with condominiums, including recre-
ation leases. We plan to propose Federal legislation early
in October and we will coordinate closely with Senators
Chiles and Stone and Congregsmen Lehman and Pepper.
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Concorde Landings in New York INFORMATION

On Wednesday, July 17, the U.S. District Court in New York,
for the second time overturned the Port Authority ban on
Concorde supersonic aircraft operations at JFK International
Airport. The Judge found that the Port Authority's 1l7-month
delay in deciding whether to admit the Concorde has been
"excessive and unjustified" and that the ban itself is
"discriminatory, arbitrary and unreasonable.'" We currently
do not know what the appeal schedule will be but expect

that flights will not be permitted to take place until the
Court of Appeals has acted. (probably no earlier than the
second week in September.) Since the Judge's reasoning in
this new opinion relies less on Federal statutes, the
Federal Government is less likely to be directed to parti-

cipate in the appeal.
' INFORMATION

Controversial Highway-Southern Tier Expressway in New York

This is to apprise you of the status of a highway project
which may generate some Congressional or other contacts
with your offices.

The Southern Tier Expressway is a 92-mile highway in

New York's Appalachian region. Forty-eight miles in the
middle and at one end have been completed but the remainder
has been stopped by a court order, pending compliance with
the National Environmental Protection Act. The environ-
mental issues include a rechannelling of the Allegheny
River, an archaeological site affecting the Department of
the Interior's responsibilities, and the crossing of a

major lake.

If environmental approvals are not completed by August 31,
so that funds to the State can be obligated by September
30, New York's Appalachian Development Highway funds for
this project (about $12.5 million) will be temporarily
withdrawn, and reallocated to other states. If the project
is subsequently approved, the funds would then become
available to the state over the next several years.

In view of the several environmental concerns, and the con-
siderable work which still must be done by this Department
together with the Department of the Interior, the Council
on Environmental Quality, and the New York State DOT, it is
unlikely that the approval will come before the August 31
deadline.

Smoking in Airplane Cockpits INFORMATION

In April 1976 the Federal Aviation Administrator was
petitioned by the Airline Pilots Committee, the Public
Health Research Group and the Aviation Consumer Action
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Project to prohibit tobacco smoking by flight crewmembers
in cockpits and eight hours before commercial operations.
The petitioners'basic contention is that tobacco smoking
presents unique hazards to pilots that are incompatible
with maximum air safety.

The Department for the past 15 months has carefully con-
sidered the documents provided and has concluded that the
information presented is too inconclusive to warrant a
rule prohibiting smoking at this time. This announcement
will likely be made next week and some adverse reactions
from some public and medical groups may take place.

Qutdnor Adv~~+ising along Highways INFORMATION

Current law provides that any State which has not effec-
tively controlled the erection and maintenance of outdoor
advertising along its Interstate and primary highway
systems shall be subject to a reduction of 10 percent of
its highway funds. 1In the past, two states were subjected
to this penalty, and subsequently came into compliance so
that the withheld funds were later restored.

On July 11, 1977, Secretary Adams sent penalty letters to
the Governors of New York, Alabama, South Dakota, and
Oklahoma. These States have not enacted satisfactory
State laws to carry out recent amendments to the Federal
statute. As a result, 10 percent of the annual highway
apportionments of these States will be reserved until a
final determination is made as to permanent withholding.
The States have been given until September 11 to request
a hearing, and New York and Alabama have each already
asked for one. We will keep your intergovernmental affairs
staff apprised.
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ASCS FIELD APPOINTMENTS

8-18-77

STATE COMMITTEES

Appointed 49
Awaiting White House Approval 2
Total 51

STATE EXECUTIVE DIRECTORS

Appointed 12
Awaiting Security Clearance 4
Awaiting White House Approval 2
In Process 12
Name Selected to Replace Republicans 13

Who Have Veteran Status. (Date
positions will be open shown
in detailed report)

Retention Planned 8
Total 51



STATE

Alabama

Alaska

Arizona

Arkansas

California

Colorado

Connecticut

Delaware
Florida
Georgia

Hawaii

Idaho

I1Tinois

Indiana
Towa
Kansas

Kentucky

8-18-77

STATE EXECUTIVE DIRECTOR

Wallace Steele - Awaiting White House and
Security Clearances

Open
Charles Marsh - Nominated by Sen. Gravel

Steve Faltis - Planned Retention
Democrat Appointed by Sec. Freeman

A. C. Mowery - Appointed 7/18/77

Howard Mays - Planned Retention - Career employee,
retention recommended by State committee and

Congressional Delegation and Asst. Sec. Bob Meyer

Republican - Veteran's Preference - Position will be
open on 8/22

Charles Bishopp - Nominated by Sens. Hart and Haskell,
cleared by White House

Republican - Veteran's Preference - Position will be
open on 8/22

George M. Wilber, Nominated by Sen. Ribicoff

0. Joseph Penuel - Awaiting Security Clearance

Clyde Payne - Appointed 7/21/77

Fritz Scarborough - Appointed 8/11/77

Clarence Chau - Planned Retention - Retention
recommended by Congressional Delegation

Harland Blackburn - Awaiting Security Clearance

Open

William Brown - Nominated by Rep. Yates, John Touhy,
State Democratic Chairman, Kenneth Curtis,

National Chairman, and Finance Chairman, DNC

Loyd Jones - Appointed 8/1/77

James K. Hatcher - Appointed 8/1/77

Jim Ray - Appointed 7/25/77

Beverly Yeiser - Appointed 7/11/77



STATE

Loui

Main

siana

e

Maryland

Mass

achusetts

!
MicHigan

Minn
Miss

Miss

esota
issippi

ouri

Montana

Nebr

Neva

New

New

New

New

aska

da

“ampshire

uersey

Mexico

York

8-18-77

STATE EXECUTIVE DIRECTOR

Willie Cooper - Planned Retention - Retention
recommended by Congressional Delegation

Open
Arthur Carroll - Awaiting White House and
Security Clearances

Republican - Veteran's Preference - Position will be
open on 8/22
James Voss, Recommended by Sen. Sarbanes

Myron Maiewski - Awaiting White House and
Security Clearances

Richard Grabemeyer - Awaiting Security Clearance
Howard Carlson - Appointed 8/11/77
D. L. Triggs - Appointed 6/29/77

Republican - Veteran's Preference - Position will be
open on 8/22
Alan King, Recommended by Sen. Eagleton

Open
Lyall Schaefer - Awaiting White House and Security
Clearances

Republican - Veteran's Preference - Position will be
open on 8/22

Glenn Kreuscher, Recommended by Sen. Zorinsky;
Gov. Exon

Republican - Veteran's Preference - Position will be
open on 8/29
Albert Pasquale, Recommended by Sen. Cannon

Dennis Fenton - Planned Retention - Democrat
Appointed by Sec. Freeman

Republican - Veteran's Preference - Position will be
open on 8/22
John OTsen, Recommended by Sen. Williams

Open ;
Leo Griego - Nominated by Cong. Runnels

Open

George Komer - Nominated by Various Members of
Delegation :
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STATE

North Carolina

North Dakota

Ohio

Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode Island
éouth Carolina

South Dakota

Tennessee
Texas
Utah

Vermont

Virginia

Washington

8-18-77

STATE EXECUTIVE DIRECTOR

Open
C. P. Stewart - Nominated by Sen. Morgan

David Strauss - Awaiting Security Clearance

Open
Ralph Cochran - Nominated by Sen. Metzenbaum

Open
John Goodwin - Nominated by Various Delegation Members

Talbert Sehorn - Appointed 8/5/77
Open

Carl Kaufman - Nominated by Jim McHale, Farmers Union
Various Congressional Referrals

Carlos Troche - Planned Retention - Democrat
Appointed by Sec. Freeman

Richard Kenyon - Planned Retention - Democrat
Appointed by Sec. Freeman

Melvin Crum - Appointed 6/29/77

Republican - Veteran's Preference

Wayne Testerman, Recommended by Sens. McGovern and
Abourezk

Royce Adams - Appointed 8/3/77

Republican - Veteran's Preference

Leonard Williams, Recommended by Sen. Bentsen,
Others in Delegation and Dep. Sec. White

Republican - Veteran's Preference
Lynn Adell, Recommended by Delegation

Al Heald - Planned Retention - Has status in position

Opeh
Leland Beule -~ Nominated by State Sen. Daniel Bird

Open
Donald Heinemann - Nominated by Cong. Foley



8-18-77
STATE STATE EXECUTIVE DIRECTOR

West Virginia Republican - Veteran's Preference
James Coburn, Recommended by Cong. Rahall

Wisconsin Republican - Veteran's Preference - Position will be
open on 8/22
Stewart Huber, Recommended by Sen. Nelson

Wyoming Republican - Veteran's Preference - Position will be
open on 8/22
Car1l Otto, Recommended by Cong. Roncalio
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A. Cost of Service

The principal components of a cost of service calculation
are return on capital (interest and dividend), return

- of capital (depreciation charges), income and other taxes,
operating and maintenance expenses, and fuel usage.

Exhibit 1 indicates the comparative capital, operating

and cost of service costs for E1l Paso and Alcan prior to
the NEB decision. These figures are based upon staff's
most likely cost overrun estimates which are better for
comparative purposes than the costs filed by the applicants
before the FPC.

As the chart shows, El1 Paso would cost about $130 million
less in total costs to construct than Alcan. El1 Paso's LNG
process, however, is more labor and fuel intensive than the
Alcan system, costing about $160 million more per year.
Overall, the average cost of service is 22 percent greater
for E1 Paso. This $.22 per mmbtu average differential over
the next twenty vears will mean a cost of $4.1 billion to
American consumers. Alcan's net national economic benefit
(NNEB - a measure of the present value of total national
benefits less real resource costs) is $1.4 billion greater
than that of El Paso.

The Canadian NEB and various advisory bodies have proposed
modifications that would substantially reduce this advantage
by raising the Alcan cost of service. The modifications
would:

- reroute the Alcan system through Dawson at an
additional cost of over $500 million (see
the attached map);

- require up to $200 million in socioeconomic
payments by Alcan to mitigate impacts in the
Yukon;

- impose delays on construction in the Yukon for
one year to permit resolution of native claim
problems (Lysyk report);

- require Alcan to reserve 1.2 bcfd capacity in
the main system south of Dawson to carry Canadian
gas which could result in fuel inefficiencies and
a higher cost of service for U.S. consumers
depending upon cost allocations.



Exhibit 1. Conparative System Cost Economics
Original Case

Direct Cost ($1975)
Interest During Construction

b/
Total Capital Cost
Annual O& Cost ($1975)
Annual Fuel Costs $1.00/mmbtu
Annual Delivered Volumes (Tbtu)

Illustrative Costs per Delivered
mmbtu ($ 1975):

1986: Cost of Serviceg/
Fuel
Total Cost

2000: Cost of Service
Fuel
Total Cost

20-Year Average:
Cost of Service
Fuel
Total Cost
/

Net National Economic BenefitsS

Prime route with no Delta gas.

a/

El Paso—

$6.900 billion
0.752

$7.652 billion
$168 million
$106 million

868 Tbtu

$1.09
.12
$1.21

$4.7 billion

Original AlcanéLg/

$7.013 billion
172

$7.785 billion
$54 million
$63 million

933 Thtu

$1.54
.07
1.6l

$0.92
.07
$0.99

$6.1 billion

Assuming 5 percent inflation in construction costs, the nominal
total capital costs (initial rate base) are $11.9 billion for El Paso

and $12.1 billion for Alcan.

Cost of service includes return on rate base, income and other
taxes, depreciation charges, and O&M costs.

Capital costs are based upon staff's most likely cost overrun estimates.

These calculations are based solely upon the Prudhoe Bay gas at a
A higher value for the gas
or additional usage of the facilities would substantially increase

constant real value of $2.62 per mmbtu.

the NNEB of either system.



Exhibit 2 shows the effect upon Alcan's cost components,
unit cost of service, and NNEB if these modifications
are imposed. The Alcan cost advantage over El1 Paso is
reduced by more than half, from $0.22 per mmbtu on the

average to $0.09 per mmbtu. Alcan's NNEB advantage 1is
also cut by almost half.

B. Other Factors

1. General

As Alcan's cost of service advantage grows smaller,
other factors which tend to strengthen E1 Paso's case
become more important. They include:

-~ the problems of dealing with another nation;
- the employment and economic stimulus that
accrue to the U.S. from the El1 Paso project's
focus on the U.S5. economy;
- the built-in financing advantage of the El
Paso system (MARAD loans for LNG tankers,
State of Alaska participation).

On the other hand, there are also factors in addition to
cost of service that favor Alcan. These include:

- the potential for receiving additional quantities

of Canadian gas, and generally increasing coopera-

tion with the Canadians on other energy issues

such as o0il swaps, pipelines, and strategic reserves;

- given the possibility of an overland route, the
superiority of pipeline technologies over LNG
technologies;

-~ the need to plan for growing volumes of natural gas

from the Gulf of Alaska that will require LNG
deliveries to the West Coast, thus preserving the
LNG West Coast delivery potential;

- the substantial advantage of a pipeline system

over LNG facilities for a useful life beyond 25
years;
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Exhibit 2. Comparative System Cost Economics
Modified Case

El Pasoy Modified Alcantd/
Direct Cost (S$1975) $6.900 billion $8.218 billion
Interest During Construction 0.752 1.015
b/

Total Capital Cost ; $7.652 billion $9.233 billion
Annual O&M Cost ($1975) $168 million $55 million
Annual Fuel Costs $1.00/mmbtu $106 million $111 million
Annual Delivered Volumes (Tbtu) 868 Tbtu 885 Tbtu
Illustrative Costs per Delivered

mmbtu ($ 1975):

1986: Cost of Service $1.37 $1.71

Fuel .12 .13
Total Cost $1.49 $l1.84
2000: Cost of Service $0.67 $0.52
Fuel 12 .13
Total Cost $0.79 $0.65
20-Year Average:
Cost of Service $1.09 $0.99
Fuel .12 .13
Total Cost SI1.21 S1.12
Net National Economic Benefitsg/ $4.7 billion $5.5 billion

Dawson route with $200 million socioeconomic payment and 1.2 bcfd
of Canadian gas from the Delta. Cost allocation is done on a rel-
ative volume basis.

Assuming a 5 percent inflation in construction costs, the nominal |
total capital costs (initial rate base) are $11.9 billion for El1 Paso
and $14.3 billion for Alcan.

Cost of service includes return on rate base, income and other
taxes, depreciation charges, and O& costs.

Capital costs are based upon staff's most likely cost overrun estimates.

These calculations are based solely upon the Prudhoe Bay gas at a
constant real value of $2.62 per mmbtu. A higher value for the gas

or additional usage of the facilities would substantially increase
the NNEB of either system.



- the finding by virtually all Federal and private
parties that the Alcan route is environmentally
superior to El Paso;

- the opportunity to develop a new era of mutually
beneficial interdependence with Canada on a
broader range of concerns.

These and other issues are discussed at length in the more
detailed Staff Issue Papers that will be provided in the
next few days. Because of their importance, a separate
overview of the Canadian gas supply, financing and net
national economic benefit issues are provided below.

2. Canadian Gas Supply

Today Canada is supplying the U.S. with approximately

1 tcf of natural gas annually, or about 10 percent of all
our interstate supply. The export licenses approved by

the NEB under which this gas is sold begin expiring in the
early 1980's. Without the development of Canadian frontierxr
resources, like the MacKenzie Delta gas, the NEB has

projected that Canada will not be able to meet its existing
export commitments and domestic needs by the early 1980's.

Under these circumstances, the Canadians have indicated that

there is little expectation that U.S. export licenses would
be renewed.

Northern tier Members of Congress whose states are heavily
dependent on this gas are deeply concerned about the threat-
ened curtailments and are very much in favor of the Alcan
project, particularly in light of the NEB link between the
pipeline and continued exports in its July 4 decision.

The NEB stated that an Alcan project which offers Canada
access to MacKenzie Delta gas is perhaps the only way
existing U.S. export commitments can be maintained. The
NEB also attempted to interest us in the proposition of a
joint pipeline by suggesting that construction of an Alcan
project would enable Canada to expedite gas exports under
existing commitments to meet present U.S. shortages in
exchange for an earlier termination of the export licenses
or a payback at a later date with Alaskan gas. These early
deliveries from Alberta could be facilitated by early con-
struction of the southern portion of the Alcan line.






The Treasury report underscores the dependence of El1 Paso
on this pre-existing federal guarantee program. If the
Administration seeks to avoid potential Government lia-
bility in terms of any new forms of Federal guarantees,
the possible dependence of the El Paso project on an
increase in the MARAD loan ceiling may be objectionable -
although perhaps not as objectionable as truly new forms
of Federal guarantees.

b) Alcan Position

Last week, representatives of Alcan indicated that they
had changed their original position and, together with
top officers of Loeb Rhodes, Bank of America and First
Boston, now believed that Alcan could be privately
financed. Private financing, however, would depend on
the following conditions:

1. The producers would provide guarantees for
a portion of the cost overrun potential.
The producers have a stake in seeing a
pipeline completed, since they will be a
major beneficiaries of Alaska gas production.
With a minimum of 26 trillion cubic feet of
proven reserves, a dollar per mcf will yield
the producers $26 billion in revenues, without
inflation.

2. The State of Alaska would guarantee part of
the debt.

The State's royalty interest in gas production
is a powerful incentive for participation.

3. The rate of return on pipeline investment would
be tied to cost overruns.
Under this condition, i1f actual construction
costs end up below cost estimates, equity
capital would earn a higher rate of return,

while overruns would result in a lower rate
of return.
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4, A cost of service tariff covering interruptions
of service would be utilized once the line begins

operations.

Under this proposal, consumers would have to cover
the debt service payments during any periods of
interruption in service.

By spreading the risk, these conditions would help improve
the chances of private financing of both projects. These
ideas were first proposed to Alcan by staff in discussions
several weeks ago. If you concur, they will be included
for whichever project is chosen as recommendations in the
in the financing plan which you are required by statute to
submit as part of your September 1 decision.

¢) El Paso Position

Representatives of El Paso and their supporters in Congress,
such as Senators Long and Stevens, have indicated that
Alcan is not being realistic. They argue that a §7

billion debt is simply too massive to finance privately,
even if some risk is picked up by the producers. They

will seek to warn you that it could be embarrassing to the
Administration if you choose Alcan and find six months

later that it cannot be privately financed - with the only
remaining option either consumer or federal guarantees.

It is important to note, however, that the broader

based consortium of American and Canadian companies now
backing the Alcan proposal is much stronger financially
than E1 Paso, which is heavily leveraged as a result of
the multi-billion dollar Algerian LNG projects it has
undertaken. El Paso also has a unique financing problem.
It cannot obtain financing until all permits are in hand,
including the potentially troublesome permit to build a
major new LNG facility in California.

d) Financing Conclusion

Given the number of uncertainties (natural gas wellhead
price, issuance of permits, etc.) which must be settled
after the September 1 decision and prior to actual
financing, there is no way to be certain that either
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project can be privately financed. Other things being
equal, it appears that the E1 Paso project is easier to
finance if the support that could be made available from
the existing MARAD guarantee program is included. Alcan's
new financing plan, in turn, improves its chances for
securing private financing.

Qur best judgment, supported by Treasury, is that with
producer and State of Alaska participation, a variable

rate of return, a cost of service tariff effective only
after completion, and firm support from the major financial
houses which have indicated their belief that the project
can be privately financed, there is a reasonable chance
that Alcan will secure private financing.

The producers and the State of Alaska are the weak links

in this chain of contingencies. The producers have much

to lose if they do not participate and thereby prevent the
project from being financed. But should this occur, six
months to a year from now the Administration would be faced
with a difficult decision whether to provide some limited
form of Federal cost overrun debt guarantees, defer the
project for later consideration, or undertake to pursue

an alternate project.

4., Net National Economic Benefit

Net national economic benefit (NNEB) is a calculation
designed to measure the total present value of all
national benefits less the real resource costs of any
specific project. Application of this calculation to
the proposed Alaskan Natural Gas Transportation Systems,
under a variety of assumptions, indicates in every case
that it would be beneficial to undertake such a project.
Assuming "a worst case" cost overrun (with a less than

5 percent chance of occurrence) and a conservative $2.60
per mmbtu resource value for natural gas (in 1975 dollars),
the NNEB for all the major proposals under consideration
ranges from $700 million to $1.8 billion.

Assuming the expected case cost overrun, the NNEB range
increases to $4.7 billion to $6.1 billion.
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If the resource value assumption is changed to take
account of the reasonable potential for an increasing
world oil price over the 25 year accounting life of the
project, or if the price of supplemental gas supplies

such as SNG (now at 4.50 per mcf) is used, or if the
benefits of the project beyond its 25 year accounting life
are included, the expected case NNEB projections more than
double.

Given the reality of rising real fuel costs and the
declining real cost of service associated with these
facilities, our analysis indicates a clear need for
moving forward with one of these projects. In view of
these national benefit calculations, delay or abandonment
of an Alaska natural gas project could add unnecessary
cost to the nation's energy bill,

C. Tentative Conclusion

The tentative conclusion that I have drawn from weighing
the relevant factors is that the potential to secure

more Canadian as well as Alaskan gas and the opportunity
to save U.S. consumers billions of dollars tilt the scales
in favor of Alcan ~ notwithstanding the real complications

that could result from building a pipeline through two
countries.

In private discussions Howard Boyd, President of El Paso,
stated to me that if the Continent were all one nation

there would never have been an El1 Paso project. The cri-
tical uncertainties in a final decision seem to be the degree
to which the Canadians will assert their interests at our
expense. Therefore, my final recommendation will depend

on our assessment of the magnitude of consumer savings

and the reliability of Canadian assurances on a series of
subsidiary issues when our initial discussions with them

are completed.

CANADIAN DISCUSSIONS

Our basic objective will be to secure the best possible
project from a cost of service and gas supply point of
view. Our negotiating position must therefore be elimi-
nation of the Dawson diversion, the $200 million dollar
impact assistance payment, and the Lysyk recommendation

on delay, as well as an absolute increase in natural gas
exports.
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If these objectives are not all achieved, a combination
of compromise positions still leaves the Alcan project
with a substantial cost of service advantage over El Paso.
These compromise positions are:

- a reduction of the $200 million socioeconomic
payment to no more than $50 million and trans-
formation of the payment into an impact assistance
loan; :

- a compromise time frame on the Yukon construction
that allows the Canadians some facesaving
delay period - advancing the start of construc-
tion in the Yukon to the spring of 1981 instead
of the fall, as recommended, could resolve this
matter;

-~ allocation of costs to compensate U.S. consumers
for the increased fuel inefficiencies that would
result from adding more Canadian volumes to
the line - an indispensible component of any
agreement.

The question of increasing export volumes is not likely

‘to be resolved at this time. ©On the major issue of

securing a clearly superior joint project, I believe

that we should be able to find out where we stand early

in the discussions. We should receive those inputs sometime
at the end of this week or the beginning of next and I will
then get back to you with a recommended final decision. It
will then be critical to move as fast as possible, since we
are going to try to write the decision before September 1.

-ATTACHMENTS

Following the project maps is a summary of the statutory
requirements concerning the content of your decision, and
a summary of the status of the Canadian and American pro-
cesses. Within the next several days you will receive a
series of detailed Staff Issue Papers, containing addit-
ional background that may be helpful in making a final
decision.









U.

Decision Process on an Alaskan
Natural Gas Transportation System

S. Process

*

History

The "Alaska Natural Gas Transportation Act of
1976" P.L. 94~586 was enacted to expedite a
decision on the choice of a transportation system
to deliver Alaska natural gas to the United
States.

The clear intent of the Act was to involve both
The President and the Congress in the decision-
making process and, if a transportation system
should be chosen, to facilitate its construction
and initial operation by placing limits on
judicial review of procedures under the Act.

Pursuant to the Act, normal administrative pro-
cedures have been set aside and the following
procedures substituted:

FPC

o Federal Power Commission (FPC proceedings
relating to a system for the transportation
of Alaska natural gas were suspended.

0 The FPC issued a recommendation to the
President, as required by Section 5(b) (1),
on May 2, 1977.

Agency Comments

o Written comments with respect to the FPC
recommendation were submitted by July 1, 1977,
to the President by Federal agencies as provided
in Section 6(a). Comments were submitted on
many issues including:

(1) environmental considerations, including
air and water quality and noise impacts;

(2) the safety of the transportation systems;
(3) international relations, including the
status and time schedule for any necessary

Canadian approvals and plans;

(4) national security, particularly security
and supply;




(5) sources of financing for capital costs;
(6) the impact upon competition;

(7) impact on the national economy, including
regional natural gas requirements; and

(8) relationship of the proposed transportation
system to other aspects of national energy
policy.

o0 As provided in Section 6(d), the Council on
Environmental Quality held hearings and sub-
mitted a report to the President concerning
matters related to the environmental impacts
of the various proposals, and found the project

impact statements legally and factually sufficient.

Qutside Comments

o Comments by the Governor of any state, any
municipality, state utility commissions, and
other interested parties were accepted and
reviewed as provided in Section 6 (b).

Presidential Decision

The President must now issue a decision prior to
September 1, 1977, concerning whether any trans-
portation system should be approved under the Act.
Section 7 (a)(2) of the Act allows for a delay of
up to 90 days in the issuance of| the decision if he
should determine such a delay is| necessary to reach
a sound decision.

In reaching his decision, the President must con-
sider the recommendation of the FPC, as well as

the above mentioned comments. He is further required

by Section 7 (a) (4) of the Act (if he decides to
designate a transportation system) to include in
that decision:

o the nature and route of the system designated
for approval,

0 the person designated to construct and operate
the system,

o the facilities which will need to be constructed

and those operations, the conduct of which will be

required to meet the intent of the Act,
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o any provisions of law, relating to any deter-
mination of a Federal officer or agency which
require waiver in order to expedite the con-
struction and initial operation of the trans-
portation system.

The President shall also submit with the decision
a report that discusses the several issues related
to the project.

The President may also identify in his decision
any terms and conditions he determines appropriate
with respect to authorizations under the Act.

Canadian Process

While the President has been engaged in this
decision process, the Canadian government has
been actively pursuing review of their national
interest as it relates to the Alaska natural gas
transportation system.

The National Energy Board has been in a proceeding
for more than two years considering competing
applications from Arctic Gas and Foothills Pipeline
(Alcan).

The principle recent actions in Canada include:

© The Berger Commission Report on social and
environmental impact of a Mackenzie River
Valley pipeline route, which found the Arctic
Gas route environmentally unacceptable;

o The National Energy Board decision selecting
a modified Alcan route through Canada to ease
problems in developing the Canadian Mackenzie
Delta reserves;

o The Lysyk Commission Report on social impacts
of the Alcan route in the Yukon Territory,
which recommended delay in construction in the
Yukon until August 1, 1981;

© The Hill Report on environmental impact of
the Alcan route, which found the NEB recommended
rerouting to be provisionally environmentally
acceptabls

o A Parliamentary debate that, in general tone
favored negotiations toward a joint United
States-Canadian pipeline system;
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A Cabinet decision to enter into negotiations
with the United States, which negotiations will
commence the week of August 15, 1977.

At the conclusion of negotiations, the Government
of Canada will accept or reject the decision of
the National Energy Board on the Alcan project.

If it is accepted, Prime Minister Trudeau has
indicated that legislation would be proposed

to Parliament to implement the decision. It is
anticipated that such legislation would be enacted
during the month of October.















